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Abstract  
Internal branding to achieve brand equity in financial markets is a new strategy for ensuring 
that employees act according to obligations of brand. Since employees are able to affect perceptions 
and buying decisions of the customers in financial companies and as a result, they play key role in 
success of organization, strengthening employee based brand equity can create a sustainable 
competitive advantage for organization. Goal of this research is to study brand management in 
financial markets of Iran and also identify key components affecting it in financial companies. This 
research is an applied research and the required data was gathered by distributing questionnaire 
among employees of Tehran Stock Exchange financial companies. To test the research hypotheses, 
structural equations modeling based on the Partial Least Square method has been used. The research 
results show that feedback of employees, brand internal communication and brand orientation of 
organization have positive and significant effect on brand equity in financial companies. One of the 
other findings of this research is presentation of a reliable model for measuring brand equity in 
financial markets.  
Keywords: brand equity, internal branding, financial companies, stock exchange, Partial 
Least Square 
Introduction  
Today, many organizations have believed that one of the most valuable assets is brand of 
their products and services.  any researchers also pointed out that creation of a powerful brand is one 
of the key factors for achieving competitive advantage and long-term survival in market (Santos et 
al., 2013). A powerful brand creates value for customer and organization. On the one hand, brands 
give brief and useful tools to the customer for simplification of selection and purchase process or 
product or service and data and simplify and information processing process for them and create 
value for customers. On the other hand, production and design processes may be copied simply but 
stable image and role in mind of people and organizations based on several years of marketing 
activity and experience of brand cannot be replaceable and copied easily (Keller , 2008). as a result, 
companies can determine higher price for their products based on a powerful brand , create better 
commercial leverage , increase contribution margin and reduce their vulnerability to 
competitors(Aaker & Joachimsthaler, 2000).   
Financial markets section has considerably grown in recent years so that the highest share of 
GNP of the developed countries relates to the financial section. In Iran, the current share of financial 
section out of economy is 48% and more than 10 million persons are employed in this section 
(Gharehcheh and Daboeian, 2011). Researchers believe that branding concept in marketing of 
financial companies is much more important than physical goods due to some inherent 
characteristics of services such as intangibility, changeability, inseparability and mortality because it 
has changed virtual nature of services and makes it known as more actual and tangible nature. A 
powerful brand increases trust and power of customers in better understanding of characteristics of 
intangible services (Doaee, Kazemi and Hosseini Robat, 2011). Berry (2000) believes that a 
powerful service brand increases trust of customer in objective purchase and enables him to imagine 
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and realize intangible services. In this way, it reduces financial and social risk perceived by 
customer and on this basis, it regards branding as basis of service branding in century 21.  
Study of the theoretical literature and history of research shows that most of the models, 
which have been presented, in the field of branding have been designed with emphasis on physical 
and tangible goods and only focused on attitude and perception of customers. Direct use of these 
models in service branding led to ignorance of some effective and key aspects of service brands. 
One of the key components which is ignored in the presented models in service branding is 
employee while employees are the communicator between  the internal and external environments 
of brands in financial companies and their behavior has deep effect on the customers’ perception of 
the organization providing service (King & Grace, 2006; Schlager et al., 2011). Considering 
importance of attitude and behavior of employees in service branding, a model is presented in the 
field of internal branding in which brand of organization is valued based on employees and the 
effective key factors are studied. This research seek to find an answer for these two questions: how 
can we measure brand equity based on financial markets? What intra-organizational factors are 
effective on employee based brand equity?  
Theoretical fundamentals of research  
Concept of branding in services  
Blankson & Kalafatis(1999) believe that service brands are different from brand of physical 
goods from  two per soectives. Firstly, characteristids of services are condieerably different from 
physcial goods and secondly, service brands are highly dependent on behaviour and attitude of 
employees. since employees have direct intercation with customers during service encounter, their 
behavior has considerable effect on image of organization (Gharehcheh and Daboeian, 2011). The 
personal interaction between service provider and customer is effective on the customer’s attitude in 
two ways. Firstly, to what extent do employees act according to expectations and demands of 
customers and secondly, emotional reactions which employees show during interaction with 
customers (Biedenbach et al., 2011). According to Wallace et  al. (2013) , employees committed to 
brand increase power of a service brand in two ways: firstly, their positive role in service encounter  
quality improves experiencre of brand from the  viewpoint of customers and seconly, their 
interaction with their colleagues improve   workplace and strengthen brand supporting behaviors by 
other employees.  
  Berry (2000) mentions that a powerful service brand is a commitment based on satisfaction 
in future and is a combination of what the organization creates in mind of the customers through 
controlled communication, what others say about organization and what the organization delivers 
during provision of service to customers. According to Berry, two sides of service branding triangle 
provided in Figure 1 include creation of brand promise through external branding and delivery of 
brand commitments through relation of customer with organization.  Biedenbach et al. (2011) in 
their research concluded that customers’ perception of employees’ behaviour during serrvice 
encounter is effective on brand equity based on customers (extraorganizational).  
The third side of triangle refers to internal branding which is a new strategy for ensuring that 
employees are ready to provide brand and deliver its commitments to the customers in terms of 
attitude and behavior and its result is achievement of employee based brand equity (Punjaisri et al., 
2008). According to Santos et al.(2013), internal branding increases brand equity in three ways: 
firstly, through operationalization of branding culture inside organization and secondly, through 
implementation of brand stabilization actions inside organization aiming at increase in awareness of 
employees with objectives and characteristics of brand and also necessary actions for achieving 
Openly accessible at http://www.european-science.com                                                                   1482 
 
  




brand power in market and thirdly, through increase in participation of employees in branding 
activities during their direct interaction with customers.  
Brand equity based on financial companies  
Concept of brand equity, which is one of the most important concepts of marketing, was first 
formed in 1980s. Different attitudes toward brand equity have been presented among which the most 
reliable ones are Customer Based Brand Equity and Financial Based Brand Equity. Followers of 
financial based brand equity extract brand equity from other assets of the company. Based on this 
brand equity approach, incremental cash flow is obtained from the named products in addition to 
cash flows, which result from sale of anonymous products (Capferer, 2008). On the contrary, 
customer-based brand equity has been defined as different effects, which brand knowledge on 
reaction of customers to marketing activities regarding that brand (Keller).  
Researchers recently mentioned the third attitude as the internal brand equity or the financial 
based brand equity and they have referred to its importance and key role in service branding 
(Punjaisri et al., 2009). In marketing literature, brand equity is defined as the additional value, which 
is added to or reduced from product or a set of products with special brand. On this basis, employees 
based brand equity can be defined as additional effect of internal branding on behavior and attitude 
of employees (Baumgarth and Schmidt , 2010). Achieving intrenal (customer –based) brand equity 
through achieving and streghtening internal (employee based ) brand equity is a stable competitive 
advantage which is difficult to threaten and imitate for competitors (Burmann et al. 2009).  
Review of literature  
Considering new emerging concepts of internal branding and employee-based brand equity, 
limited experimental researches have been conducted in this field and we refer to summary of their 
results. Kimpakorn & Tocquer(2009) in their research studied factors affecting commitment of 
employees to brand of the organization or company in which they are working. These researchers 
studied employees of financial stock exchange companies of Thailand and concluded that 
knowledge of employees about brand of organization and their perception of advantages of brand 
had direct effect on commitment of employees to brand.  
The first comprehensive research on internal branding and its effect on attitude and behavior 
of employees and finally on quality of relation between   customers and brand of organization was 
conducted by Burmann e al. (2009). these resarchers studied 14 brands in different fields and 
concluded that an effective and efficient internal branding process which includes internal 
communication of brand, human resource management with focus on brand and brand-based 
leadership increase commitment of employees to brand ( change in attitude  ) and citizenship 
behaviors of brand ( change in behavior ) finally strengthening relations between customers and 
brand of organization.  
Punjaisri et al., 2009 believe that internal branding is effective on attitude and behavior of 
employees toward brand and finally their efficiency in delivery of brand commitments. brand 
commitments are the commitments which  company has transferred to mind of customers through 
marketing and advertisement communication in  mass media so that brand of the company along 
with these commitments is associated in mind of customers. In the conceptual model presented by 
these researchers, commitment, involvement and loyalty of employees to brand are of the 
components affecting efficiency of employees in delivery of the brand commitments. These 
researchers believe that group meetings and justification sessions are effective as an internal 
branding process increasing efficiency of employees in delivery of brand commitments.   
King and Grace (2010) were the researchers who studied brand equity in financial 
companies. These researchers measured employee-based brand equity by measuring satisfaction of 
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employees, loyalty of employees to brand, brand citizenship behaviors and oral advertisement of 
employees about brand. In the provided model in this research, some components such as 
knowledge publication, feedback from employees, clarity of role and commitment to brand are 
effective on employee-based brand equity.  Baumgarth, & Schmidt(2010) studied and confirmed 
internal brand equity and its relationship with customers-based brand equity in market and industrial 
organizations. The weakness of this research was that view and perception of managers regarding 
this case had been studied to study brand equity from the viewpoint of customers, which cannot 
indicate real perception of customers. These researchers believe that internal branding includes 
loyalty of employees to brand and behaviors related to brand. Of other results of this research are 
confirmation of positive effect of brand knowledge, involvement with brand and brand orientation 
on internal brand equity.  
Table 1: Summary of results of the previous researches 
Researchers  Statistical population  Summary of results  
 (Kimpakorn & 
Tocquer, 2009) 
Employees of 
financial companies  
commitment   to brand→brand knowledge  








brand citizenship behavior→ commitment   to brand 
quality of relation  between customer and brand→ brand 
citizenship behavior 
commitment   to brand→internal brand commitment  
commitment   to brand→brand oriented human resource 
management  
(Burmann et al., 
2009) 






exchange   
  
loyalty to brand→ commitment   to brand 
commitment  to brand→involvement with brand  
efficiency of brand →commitment , loyalty and 
involvement with brand  
commitment , loyalty and involvement with 
brand→internal branding  
(King & Grace, 
2009) 
Employees of service 
organizations  
Employee -based brand equity=brand citizenship 
behaviors +employees’ satisfaction +loyalty to brand 
+positive oral advertisement  
internal communication of brand→feedback from 
employees  
internal brand equity→internal communication of brand  








Customer-based brand equity=loyalty to brand +brand 
behavior + brand external behavior  
Employee -based brand equity= commitment   to brand 
Employee -based brand equity= involvement with brand  
Employee -based brand equity=brand knowledge  
Employee -based brand equity=brand orientation  




customers of London 
Stock Exchange  
Customer-based brand equity-commitment of employees 
to brand  
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Kimpakorn, & Tocquer(2010) believe that one  of the main sources of brand equity for a 
service brand is experience of service by the customer and employees play key role in this regard. 
These researchers in their research confirmed that commitment of employees to brand of 
organization had positive relationship with customer-based brand equity.  
Summary of results of the previous researches on internal branding and employee-based 
brand equity is shown in Table 1.  
Conceptual model and research hypotheses  
Review of the previous experimental researches showed that each of the researchers 
evaluated different variables to measure financial based brand equity. In this research,   considering 
results of the previous researches, components of employee-based brand equity and the most 
effective factors affecting it were identified and conceptual model of the research was presented on 
its basis. Employee-based brand equity of the financial companies has been regarded as a 
multidimensional construct composed of brand involvement, commitment to brand, brand 
knowledge, oral advertisement and citizenship behavior of brand.  
In the model presented in this research, feedback of employees indicating employee’s 
perception of attention of the  organization to their demands, needs and suggestions are effective on 
internal brand equity on the one hand and increase internal  brand communication on the other hand 
(King and Grace , 2009). Internal communication of brand indicates employee’s perception of brand 
knowledge transfer from organization to employees and is compulsory for ensuring that behavior 
and attitude of employees are based on demands and needs of customers and also goals of the 
organization. In the conceptual model of the research, internal communication of brand is effective 
on branding of organization and employee-based brand equity (Baumgarth et al. 2009, King and 
Grace , 2009). Branding of organization has direct effect on employee-based brand 
equity(Baumgarth & Schmidt, 2010). Considering history of the research and the presented 
conceptual model, the research hypotheses were formulated as follows:  
Hypothesis 1: feedback from employees has positive and significant effect on financial- 
based brand equity.  
Hypothesis 2: internal communication of brand has positive and significant effect on 
financial- based brand equity.  
Hypothesis 3: branding has positive and significant effect on financial- based brand equity.  
Hypothesis 4: feedback of employees has positive and significant effect on internal 
communication of brand.  
Hypothesis 5: internal communication of brand has positive and significant effect on brand 
orientation of organization.   
Research method  
The present research is an applied research in terms of goal and is regarded as survey-
correlation researches in terms of its method because the researcher has used inferential statistics 
method and structural equation modeling to study effect of variables and relations between them to 
conduct the present research. This research is a cross-sectional research because it studies data 
related to time period.  
Statistical population, statistical sample and sampling method  
Statistical population of this research includes financial companies of Tehran Stock 
Exchange. The mentioned bands have been selected based on ranking announced by Industrial 
Management Organization in which 100 top Iranian companies are selected every year (Industrial 
Management Organization, 2011).  
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Considering that the research variables are of quantitative and amenable type and the 
population size is limited, the following formula has been used to determine the sample size.  In this 
formula, considering that standard deviation of the population (𝜎𝜎𝑥𝑥) is unknown, a 30-member 
sample was selected from the population to estimate it and then the standard deviation of the key 
variable of the research which is employee-based brand equity was substituted in the formula as an 
estimate for standard deviation of the population.  
 𝑛𝑛 = 𝑁𝑁.𝑍𝑍𝛼𝛼22.𝜎𝜎𝑥𝑥2
𝜀𝜀2.(𝑁𝑁−1)+𝑍𝑍𝛼𝛼
2
2.𝜎𝜎𝑥𝑥2 =  236×(1.96)2×(0.318)2(0.05)2.(235)+(1.96)2.(0.318)2 ≅ 94 
In the above formula, sampling error (𝜀𝜀) was considered equal to 0.05 and on this basis, the 
number of the studied sample was determined as 94 companies.  
5-2- Data collection instruments and method  
To gather the required data, questionnaire has been used. The items of the questionnaire were 
extracted through review of literature and its content validity was confirmed by referring to 
marketing professors. To measure reliability of the questionnaire, Cronbach's alpha coefficient has 
been used. Table 2 shows Cronbach's alpha value and also the researches from which the related 
measures have been adapted.  
Table 2: Specifications of the Research Questionnaire 
Variable  Number of 
item 
Extracted from the research  Cronbach's 
alpha 
Feedback from employees  5 (King & Grace, 2009) 78/0  
Internal communication of brand  3 (King & Grace, 2009) 93/0  
Brand orientation  5 (Baumgarth & Schmidt, 2010) 82/0  
Involvement with brand  3 (Baumgarth & Schmidt, 2010) 91/0  
Commitments to brand  3 (Baumgarth & Schmidt, 2010) 84/0  
Brand knowledge  5 (Baumgarth & Schmidt, 2010) 90/0  
Positive oral advertisement  3 (King & Grace, 2010) 88/0  
Brand citizenship behavior  5 (King & Grace, 2010) 87/0  
Data analysis method  
In this research, structural equation modeling has been applied to test the research 
hypotheses and fitness of the conceptual model. There are different approaches to structural 
equation modeling. It means that structural equation modeling can be performed based on different 
statistical methods based on type of variables and specifications of the statistical research sample.  
One of the statistical methods in this field is Partial Least Squares. The software which uses 
structural equation modeling based on this statistical method is compatible in terms of the conditions 
such as co linearity of the independent variables, non-normality of data and small sample 
size(Haenlein & Kaplan, 2004). In the present research, SmartPLS software has been used as the 
most applicable and useful software in the field of structural equation modeling based on Partial 
Least Squares.  
Research Findings  
Description of respondents  
In Table 3, statistical information about the studied sample is given. As data of Table shows, 
most respondents hold bachelor’s degree and in age groups of 25 to 35 years.  Information relating 
to working record shows that most of the respondent employees have working record of 1 to 5 years. 
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Table 3: Statistical information of respondents 
Gender Age rank 
Female Male Below 24 25-35 years 35-50 years Above 50 
20%  80%  4/4%  6/47%  43%  5%  









1-2 years 2-5 years 5-7 years Above 7 
4%  2/22%  67%  5%  6/43%  2/30%  9/16%  3/9%  
Testing the conceptual model and research hypotheses  
To test the conceptual model and the research hypotheses, structural equation modeling 
based on Partial Least Squares. For this purpose, SmartPLS software was applied.  Before partial 
fitting of the model with the research hypotheses test, general fitting of the conceptual model is 
studied. The structural equation models are usually combination of measurement models (indicating 
subcomponents of latent variables) and structural models (indicating relations between independent 
and dependent variables). SmartPLS software calculates composite reliability and average variance 
extracted (AVE) for fitting of measurement models. Values above 0.5 for average variance extracted 
(AVE), above 0.7 for composite reliability and above 0.3 for R2 indicate good fitting of the model 
(Azar, Gholamzadeh and Ghanavati, 2012). In Table 4, the reported values for each of the key 
variables of the model (latent variables) indicating good fitting of the research conceptual model.   
Table 4: Fitting indices of measurement and structural model 
Variable  AVE Composite variable R2 
Feedback from employees  54/0  85/0  ----- 
Internal communication of brand  89/0  96/0  65/0  
Brand orientation  58/0  87/0  35/0  
Financial –based brand equity  83/0  96/0  83/0  
Another method for evaluation of the structural models in the Partial Least Squares approach 
is to study ability of the model to predict the dependent variables. Acetone- Geyser test is used to 
study Predictive Relevance. This test can be used to evaluate fitting of model in the Partial Least 
Squares method. For this purpose, Cross Validated Redundancy and Cross Validated Communality 
are used. Values above 0 and closer to 1for these two indices indicate more suitable Predictive 
Relevance (Azar, Gholamzadeh and Ghanvati, 2012). In Table 5, indices of Predictive Relevance for 
endogenous latent variables (dependent) are reported.  
Table 5:  Studying Predictive Relevance (predictive power) of the research model  
Variable  Cross Validated Redundancy Cross Validated Communality 
Internal communication of brand 89/0  58/0  
Brand orientation 58/0  19/0  
Employee-based brand equity   76/0  68/0  
Information provided in Table 5 shows that the latent variables in the research model have 
suitable Predictive Relevance. Since main goal of the model provided in this research is to 
determine brand equity in the financial companies, the estimated model is more important for this 
variable. The reported values show that the model provided in this research is highly able to 
determine or predict employee-based brand equity.   
After general fitting of the model, it is time to study partial fitting of the model or the 
research hypotheses test. In this stage, the impact factor and significance of this coefficient is 
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studied. Table 6 shows estimated impact factors for relations formulated in model and significance 
of these coefficients. On this basis, one can make decision about rejection or confirmation of the 
research hypotheses.   
Table 6: Studying significance of the estimated impact factor and testing research hypotheses 
Hypothesis  Studied relation  Estimated impact 
factor 
t-value Result of 
hypothesis test  
First  Feedback from employees→financial - 
based brand equity  
40/0  43/4  Confirmation of 
hypothesis  
Second  Internal communication of brand 
→financial - based brand equity  
29/0  03/4  Confirmation of 
hypothesis 
Third  Brand orientation →financial - based 
brand equity  
30/0  75/3  Confirmation of 
hypothesis 
Fourth  Feedback from employees→ internal 
communication  
81/0  61/30  Confirmation of 
hypothesis 
Fifth  Internal communication of brand →brand 
orientation  
60/0  73/8  Confirmation of 
hypothesis 
We study the research hypotheses in more details.   
Hypothesis 1: In the first hypothesis, the researcher has claimed that feedback from 
employees has positive and significant effect on employee-based brand equity.  Considering that t 
value calculated for this Relation (4.43) is higher than its critical value (1.96) in confidence level of 
95%, it can be concluded that the gathered experimental data has confirmed this hypothesis and 
feedback from employees with impact factor of 0.40 is effective on employee-based brand equity.  
Hypothesis 2: it has been mentioned in this hypothesis that internal communication of brand 
has positive and significant effect on employee-based brand equity. Considering data presented in 
Table 5, this claim of the researcher is also confirmed. Impact factor of 0.29 indicates effect of this 
variable on brand equity.  
Hypothesis 3: in test of this hypothesis, effect of brand orientation of the organization on 
employee-based brand equity has been studied. Considering that the calculated t value (3.75) is 
higher than its critical value (1.96), it confirms the estimated impact factor (0.30). As a result, it can 
be mentioned with confidence of 95% that brand orientation of organization has positive and 
significant effect on employee-based brand equity and the third hypothesis is also confirmed.  
Hypothesis 4: it has been claimed that feedback from employees has positive and significant 
effect on employee-based brand equity. Information provided in Table 5 shows that the gathered 
experimental data also confirms this claim with high confidence and the estimated impact factor 
(0.81) indicates high intensity of this effect.   
Hypothesis 5: it has been mentioned in this hypothesis that internal communication has 
positive and significant effect on brand orientation of the organization. Considering that calculated t 
value (8.73) is higher than its critical value (1.96), claim of the researcher is also confirmed. Impact 
factor of 0.60 indicates intensity of this relation.  
Discussion and conclusion 
In this Section, considering findings and results of the research, we discuss direct and 
indirect effect of each key variables of the research. Based on results of the research, some 
suggestions have been given for marketers and managers of the commercial insurance companies.  
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Feedback from employees: Feedback from employees means effort of organization to 
increase its perception of attitude and abilities of employees to deliver commitments of brand, which 
is performed to strengthen and improve activities and decisions of organization (King and Grace, 
2010). Results of the present research show that feedback from employees directly and indirectly 
increases internal banding by increasing internal communication of brand. Indirect effect of a 
variable can be obtained by multiplying the related impact factors. For example, indirect effect of 
feedback from employees on internal brand equity is equal to (0.81*0.29=0.23). King and Grace 
(2009) also achieved the same result in this field. Based on these results, human resource managers 
of the insurance companies are suggested to use suggestions and views of the employees for 
increasing efficiency and improving performance of the organization and also increasing internal 
brand equity. Feedback from employees can be received though informal sources such as 
organizational rumors or more formal sources such as intra-organizational researches.   
Internal communication of brand: Internal communication of brand seeks to increase brand 
knowledge of employees to help them behave according to expectations of customers, which has 
been formed as result of external communication of brand (Burmann et al., 2009). In this research, 
effect of internal communicarion of brand on internal brand equity was directly and indirectly 
confirmed by affecting brand orintaion of organizatin. The previous researchers such as Burmann et 
al., 2009 and King and Grace (2009) also achieved the similaresults. On this basis, the insurance 
companies are suggested to transfer their brand commitments and equities to employees by 
increasing intra-organizational communication and inform them of importance of their role and duty 
in delivery of brand comitments.   
Brand orientation: Brand orientation means attention of organization to credit and position of 
brand in decision-making and activities and also indicates attention of employees to brand 
commitments and equities (Baumgarth and Schmidt , 2010). Results of the present research show 
that brand orientation of the organization has direct and significant effect on employee-based brand 
equity. Baumgarth and Schmidt , 2010 and Burmann et al., 2009 are of the researchers who have 
achieved similar results. Managers and marketers of insurance companies should note that the first 
step in brand orientation is clear definition of identity and band commitments. To increase brand 
orientation and increase internal and external band equity, all marketing activities should be focused 
on strengthening of brand and all decisions and activities of the organization should be performed to 
increase credit of the organization’s brand.  
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